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The member countries of the Organization for Euro- 
pean Economic Cooperation, by a decision of the OEEC 
Council of January 14, 1955, have agreed to prolong the 
European Payments Union for a further year from June 
30, 1955; to remove, before June 30, 1955, 10 per cent 
of the quantitative restrictions on those private imports 
from OEEC member countries which have not yet been 
liberalized; to raise, before September 30, 1955, the 
present average percentage of trade liberalization within 
the OEEC area from 75 per cent to 90 per cent of private 
transactions; to increase from 60 per cent to 75 per cent, 
also before September 30, 1955, the present minimum 
liberalization percentage in each of the commodity groups 
subject to the liberalization code (raw materials, agricul- 
tural products, and industrial products); to abolish, 
before the end of 1955, measures which provide artificial 
aid to exporters in OEEC countries; to establish a Minis- 
terial Committee for Agriculture and Food, of which the 
Government of Spain will be a full member (Spain is not 
a member of the OEEC); and to appoint a working 
party to study the Italian economic program (see this 
News Survey, Vol. VII, p. 213) and report on the pro- 
gram and on measures which might be taken by other 
member countries or by the OEEC to further its imple- 
mentation. 


The OEEC Council has recommended that its member 
countries reduce quantitative restrictions on imports of 
goods and payments for invisible transactions with the 
United States and Canada. It has also advised OEEC 


member countries, which are also members of the General 


Europe 
U.K. External Trade 


U.K. exports and re-exports rose by over £62 million 
in December 1954, to a peak value for the year of £264.1 
million, and imports fell by £19 million, to £314.5 mil- 
lion; the trade deficit thus reverted to a more normal 
figure of £50.4 million after reaching £132 million in 
November. The improvement, following the working off 
of arrears of unloading due to the October dock strike, 
was expected. However, the distortions resulting from 
the strike may not yet have been wholly overcome, es- 
pecially as regards exports. In the first three quarters 
of 1954, exports were above those in the corresponding 
period in 1953; in the fourth quarter, when exports are 
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Agreement on Tariffs and Trade, to reduce their tariffs 
within the framework of GATT. 


The decision to renew EPU for another year was ac- 
companied by an instruction to the Managing Board of 
EPU to study the conditions on which EPU should be 
prolonged, as well as the transitional arrangements and 
conditions for the establishment of a European fund 
which would succeed the EPU when currency converti- 
bility will have been restored for the European countries. 
The OEEC Council has requested the Board to report 
before April 15, 1955. 


The drive for further liberalization of trade within the 
OEEC countries is particularly important for France, 
which has announced that by April 1, 1955 it will officially 
liberalize 75 per cent of its imports on private account, 
and at least 60 per cent of its imports in each of the three 
categories of imports subject to the OEEC liberalization 
code. However, the steps to be taken will also have im- 
portant implications for other countries, particularly for 
those which have already reached an average liberaliza- 
tion percentage of 90 per cent but have not yet established 
the new 75 per cent minimum target for agricultural 
products. 


It was agreed that the new liberalization targets should 
be regarded as experimental; the progress made under 
this plan will be reviewed after October 1, 1956. 


Sources: La Libre Belgique, Brussels, Belgium, Janu- 
ary 15 and 16, 1955; Neue Ziircher Zeitung, 
Ziirich, Switzerland, January 16 and 18, 1955. 





usually at a seasonal peak, the monthly average was 314 
per cent below that for the fourth quarter of 1953. 

Exports in 1954, at £2,774 million, reached a’ record 
value, exceeding the 1953 total by 344 per cent. In 
1953, exports were practically the same as in 1952. Im- 
ports in 1954, at £3,382 million, increased only 1 per cent 
during the year, after falling in 1952 and 1953. The trade 
gap therefore narrowed significantly in 1954. But the 
rate of increase in exports slowed down appreciably 
during the first three quarters of the year, while imports 
began to climb in the third quarter. 

U.K. exports to the United States in December were 
£15.7 million, and to Canada £11.6 million. Exports to 
North America for the whole year were more than 10 
per cent less than in 1953, those to the United States 
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being lower by 6 per cent and those to Canada by 16 
per cent. But shipments to North America were less 
affected by the dock strike than shipments to other 
countries, and the decline was leveling off in the fourth 
quarter. 


Sources: The Times and The Financial Times, London, 
England, January 13, 1955. 


U.K. Travel Exchange Concessions 


Changes in U. K. exchange control arrangements de- 
signed to simplify the release of foreign exchange for 
travel were announced on January 7, 1955. The validity 
of Form V, authorizing the release of such exchange, has 
been extended from one month to three months, so that 
banks, travel agencies, and travelers may now complete 
their foreign exchange arrangements three months before 
a particular journey is due to start. Authorized banks are 
also given additional powers to provide exchange on 
their own responsibility for business travel; previously, 
applications for this purpose had to be referred for 
approval to the Bank of England. In future. travelers 
passing through the United States or Canada will be 
allowed £5 (instead of £2) in dollar exchange for in- 
cidental expenses; a larger allocation of exchange for 
incidental expenses will be available to emigrants from 
the United Kingdom. Finally, the Exchange Control 
Medical Advisory Council, to which applications for ex- 
change on account of foreign travel for medical purposes 
had to ‘be referred, has been discontinued. In future, 
such exchange may be granted by the authorized banks, 
though it is emphasized that dollar exchange for such 
purposes cannot be released except for treatment that 
cannot be obtained outside the dollar area. 


Source: The Financial Times, London, England, Janu- 
ary 8. 1955. 


Capital Market and Savings Developments in France 


In December 1954, the French Treasury successfully 
floated an issue of ten year certificats d’investissements, of 
which about 57 billion francs was subscribed within three 
weeks. It was expected that by the time the issue was 
closed subscriptions would be nearly 80 billion francs. 
The issue is similar to one floated in December 1953, 
which brought in 52 billion francs. The interest rate is 
5 per cent, and a 500-franc premium per 10,000-franc 
bond is payable at maturity. Interest and premium are 
fully exempt from income tax, and a taxpayer may 
deduct from his total income tax in the year of subscrip- 
tion an amount equal to 10 per cent of the amount in- 
vested, provided the deduction does not exceed 10 per 
cent of his total declared income. 


The National Credit Council estimated that in the first 
ten months of 1954 “apparent savings” (total increase 
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in savings bank deposits, Treasury bond subscriptions by 
individuals and firms, and time deposits) were about 
30 per cent greater than in the corresponding period 
of 1953. The increase in savings bank deposits was 170 
billion francs, against 140 billion in 1953. The increase 
in the first nine months of 1954 in holdings of Treasury 
bonds by individuals and firms was 98 billion francs, 
against 64 billion in the corresponding period of 1953. 
If the increase in time deposits in banks and in subscrip- 
tions to life insurance were included in the calculation of 
“apparent savings,” the total would probably amount to 
between 350 billion and 400 billion francs for the first 
ten months of the year, compared with slightly more than 
250 billion frances for the first ten months of 1953. 


Sources: Le Monde, Paris, France, December 26, 28, 


and 29, 1954. 


Netherlands Prepayment of IBRD Loan 


The Netherlands Government has informed the Inter- 
national Bank for Reconstruction and Development that 
in February it will make a second prepayment on the $195 
million 4.25 per cent reconstruction loan it received from 
the Bank in August 1947. The prepayment will consist 
of $50,472,000 in dollars and of $240,350 in Belgian 
francs, and will cover maturities which would have 
fallen due from October 1, 1966 to October 1, 1969, 
inclusive. A prepayment of $52,215,000 in dollars and of 
$249,964 in Belgian francs, made in August 1954, had 
already covered the longest maturities, which would 
have fallen due in the years 1970, 1971, and 1972 (see 
this News Survey, Vol. VII, p. 49). 


This will be the fourth prepayment made on IBRD 
loans by the Netherlands, and will bring the total of these 
prepayments to the equivalent of $114,848,000. The re- 
demption now contemplated will reduce the outstand- 
ing portion of the reconstruction loan to $85,517,000. 
The Bank will hold $76,680,000 of this portion, and other 
investors who have bought parts of the loan from the 
Bank will hold $8,837,000. Of the total of $229 million 
originally lent in the Netherlands under all loans, the 
amount outstanding after this prepayment has been made 
will be $90,443,984. 


The Netherlands Government, in order to finance the 
accelerated repayment of its IBRD loan, as well as to 
consolidate part of its domestic floating debt, opened 
subscriptions to a 40-year domestic 3.25 per cent guilder 
loan on January 11, 1955. The subscription price was 
100 per cent. Total subscriptions amounted to f. 600 
million ($158 million), of which f. 410 million was taken 
by private investors (mainly life insurance companies) 
and f. 190 million by the State Social Security Funds. 
The loan is generally considered very successful; the 
total amount subscribed was much larger than had been 
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expected by the banks. It was the first time that the 

Government had issued a loan without fixing the amount 

in advance. 

Sources: Het Financieele Dagblad, Amsterdam, Nether- 
lands, January 13, 1955; International Bank for 
Reconstruction and Development, Press Re- 
lease, Washington, D. C., January 20, 1955. 


Merchant Marine in the Scandinavian Countries 


Norwegian shipowners in 1954 took delivery of 164 
ships, with a total tonnage of 788,700 gross tons (exclud- 
ing ships under 100 gross tons). Of these, 52 ships with 
a total tonnage of 128,300 gross tons were delivered from 
Norwegian yards, and 73 ships with a total tonnage of 
580.000 gross tons from foreign yards, while 39 ships 
with a total tonnage of 80,400 gross tons were purchased 
from abroad. During the same period, 84 ships with a 
tonnage of 338,000 gross tons were either sold abroad, 
scrapped, or lost. Thus, a net increase in the Norwegian 
merchant marine of 450,700 gross tons brought the total 
to 6,912,000 gross tons, of which about 55 per cent, or 
3.8 million tons, are tankers. At the end of the year 
Norwegian shipowners had contracted for 2,450,000 gross 
tons, of which 525,000 tons will be built in Norway and 
1,925,000 tons abroad. 


The Swedish merchant marine in 1954 increased 
(gross) by 67 ships totaling 212,000 gross tons (of 
which 153,000 tons were built in Sweden), to 2,670,000 
gross tons. Of this total, 793,000 tons, or about 30 per 
cent, are tankers. 


The Danish merchant marine increased by 159,600 
gross tons during 1954, to 1,585,000 tons, of which 
137,000 tons, or about 28 per cent, are tankers. 


Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, January 4, 1955. 


Sweden's Foreign Exchange Position 
The Governor of the Sveriges Riksbank, Mr. Mats 


Lemne, has stated that, in adding an extensive liberaliza- 
tion of dollar imports (see this News Survey, Vol. VII, 
p. 98) to its already large liberalization of imports from 
OEEC countries, Sweden had in reality decided to asso- 
ciate itself with a movement toward general convertibility. 
Swedish foreign exchange policy will continue to be 
shaped in this light. In judging the appropriate level of 
reserves, it is necessary to take into account not only 
the foreign exchange holdings as such but also loans to 
other countries, commercial credits, investments abroad, 
and, not least, inventories. International comparisons of 
foreign exchange holdings made in this way will yield 
results different from those made only on the basis of 
the central reserve holdings of foreign exchange. If the 
very extensive Swedish liberalization of imports and the 
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low level of Sweden’s customs duties are taken into 

account, the level of Swedish foreign exchange reserves— 

judged in the light of the above-mentioned factors—is 

fully satisfactory and sufficient to meet the demands of 

convertibility. 

Source: Svenska Dagbladet, Stockholm. Sweden, Janu- 
ary 17, 1955. 


Timber Sales and Cutting in Finland 


Since the forest industry has again been working at 
full capacity, the timber market in Finland has been 
characterized by increasing activity and rising prices. 
The outcome of the stumpage price movements is not 
yet quite clear, but average prices are estimated to have 
increased by 10-15 per cent above those in the autumn 
of 1953. Since wages of forest workers have risen about 
10 per cent, prices of raw timber delivered to the mills 
have risen somewhat more. 

During the current season, which started in June, 
cutting got under way more rapidly than last year, and 
the number of forest workers was higher. According to 
preliminary estimates, about 85,000 persons were engaged 
in forest work at the end of November, or about as many 
as in the autumn of the record 1951-52 season. By the 
end of October, more than 6.4 million cubic meters piled 
measure had been cut, which was 0.3 million cubic 
meters more than the peak figure reached on the corre- 
sponding date in 1951, and some 20 per cent more than 
in 1953. The greater part consisted, as usual at that time 
of the year, of piled round timber, of which 4.1 million 
cubic meters had been cut, or 60 per cent more than a 
year earlier. 

Owing to brisk activity in the forests and in other 
sectors of the economy, the rate of employment has been 
high for the season; up to October 27, not quite 7,000 
persons were registered as unemployed, against more 
than 34,000 persons on the same date in 1953. Unem- 
ployment this winter is expected to be restricted to the 
usual seasonal unemployment, which is conditioned by 
climatic factors. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, November 1954. 


Middle East 


Liberalization of Egypt's Dollar Payments Procedure 


According to new instructions issued to Egyptian banks 
by the Supreme Committee for Exchange Control, no 
prior approval is now required for payment in U. S. or 
Canadian dollars for the following categories: payments 
for imports for which licenses have been issued; ordinary 
expenses and commissions due to banks’ agencies abroad; 
import or export commissions and postage and cable 
expenses; export supervision fees; storage charges and 
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expenses on consigned goods; payments by private in- 
dividuals and firms other than booksellers for books, 
magazine subscriptions, and correspondence courses with- 
in the permitted limit of the equivalent of LE 15 a year 
for individuals and LE 50 a year for firms; advertising 
fees within the permitted limit of the equivalent of 
LE 120 per year; payment of the permitted travel al- 
lowances of the equivalent of LE 25 to LE 75 a person 
per year according to age (men over 60 and women 
over 55 may have the equivalent of LE 125 per person 
per year in addition, and all travelers may have the 
equivalent of LE 20 each in pocket money); payment 
of premiums on dollar life insurance policies issued 
prior to September 3, 1939 (in this case the Exchange 
Control must be notified) ; payment of net premiums on 
insured exports invoiced in U. S. or Canadian dollars. 
Payments for all other purposes should be submitted 
first to the Central Exchange Control. 

Source: Supreme Committee for Exchange Control, Cir- 
cular No. 220, Cairo, Egypt, December 1, 1954. 


Egypt's Sterling Balances 


The National Bank of Egypt on January 3, 1955 re- 
ceived £15 million of blocked sterling balances released 
by the British Treasury. Egypt’s blocked balances out- 
standing on September 15, 1954 amounted to LE 146.6 
million. The recent release was made in conformity with 
the Anglo-Egyptian 1951 Financial Agreement, providing 
for the annual release of £10 million, and an additional 
release of £15 million whenever Egypt’s free sterling 
balances fall below £45 million. Egypt’s free sterling 
balances on December 25, 1954 amounted to LE 35 mil- 
lion. In November 1954, the 1951 Agreement was 
amended so that in future annual releases should be made 
on the first working day of each year. The exact date 
of the release had previously been left to the discretion 
of the British Treasury. 


Sources: Al Ahram, Cairo, Egypt, November 23, 1954 
and January 4, 1955. 


Anglo-Turkish Trade Relations 


Under an Anglo-Turkish commercial and payments 
agreement signed on January 17, Turkey has agreed to 
pay off its commercial debts of about £12 million by 
minimum annual installments of £1.5 million for the 
first two years and of £2.5 million in each of the three 
succeeding years. To make these payments, Turkey is to 
earmark 20 per cent of its earnings from the sale to the 
United Kingdom of its traditional exports, including 
raisins, dried figs, and hazel nuts. Of the proceeds of 
other “supplementary” exports, such as wheat, cotton, 
copper, and chrome, 50 per cent will be devoted to the 
repayment of old debts. Also, 50 per cent of the earnings 
derived from exports of raisins in excess of 8,000 tons 
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and of hazel nuts in excess of 4,000 tons per calendar 
year will be earmarked for the liquidation of arrears. 

Payments to British creditors will be made in the 
chronological order of applications made by Turkish im- 
porters for sterling transfer authorization, as recorded 
by the Turkish Central Bank. Under a separate Exchange 
of Letters, it is provided that, in cases where the creditors 
have helped to expand substantially “supplementary” 
exports of Turkish products, the Central Bank may, on 
instructions from the Turkish authorities, pay such credi- 
tors out of turn. 


Source: The Times, London, England, January 18, 1955. 
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For the last quarter of 1954, the Iraq Government has 
received ID 14,518,000 in oil royalties from the Iraq 
Petroleum Company and its associated companies (see 
this News Survey, Vol. VII, p. 145). This brings the 
total royalties for 1954 to ID 57,203,000, of which 
ID 40,042,000 was paid to the Development Board and 
ID 17,161,000 to the Treasury. In 1953, oil royalties 
amounting to ID 49,748,000 were distributed as follows: 
ID 34,823,000 to the Development Board and ID 14,925,000 
to the Treasury. 

Source: The Iraq Times, Baghdad, Iraq, January 18, 
1955. 


Far East 
Cotton for India Under U.S. Aid Program 


India expects to import $20 million worth of U. S. 
long-staple cotton on a long-term loan basis under the 
U. S. aid program for 1955. The U. S. Government re- 
cently announced that aid under this program would 
include a certain quantity of agricultural commodities. 
Agreement was reached that India would import 120,000 
bales of long-staple cotton. This quantity would not be 
in addition to normal imports, which have been between 
120,000 and 150,000 bales annually for this type of 
cotton. Licenses for the imports, it is understood, will 
be issued as hitherto, the only difference being that in 
1955 cotton imports will be under the aid program. 
Source: The Financial Times, London, England, Janu- 

ary 1, 1955. 


Capital Movements from Ceylon 


The Finance Minister of Ceylon has stated that in the 
six-year period, June 1948-June 1954, outward move- 
ments of capital from Ceylon exceeded foreign invest 
ments there by Rs 151.3 million. Investments from the 
United Kingdom totaled Rs 104.6 million, and capital 
repatriated to the United Kingdom amounted to Rs 231.5 
million. 


Source: The Times, London, England, January 14, 1955. 
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_ A $2.4 million contract for road-building equipment 
the to be sent to Thailand within four months has been 
th im. concluded between the Raymond Concrete Pile Company 
orded of New York and the Government of Thailand. The cost 
hange of the equipment will be financed by the Foreign Opera- 
ditors tions Administration. The equipment is to be used initi- 
anny ally in building a highway linking Bangkok and central 
"Y: ©" F Thailand with the underdeveloped northeast provinces 
credi- bordering Laos and Cambodia. 
FOA has committed initially $3 million to begin the 
_ 1955. project. This amount covers the costs of the road- 
building machinery, a preliminary engineering survey 
made by the St. Louis firm of Sverdrup and Parcel, Inc., 
nt has — initial expenses of U. S. engineering firms for the con- 
e Iraq f struction of the highway, and consultative and super- 
s (see | visory services to the Thai Government. Additional 
gs the f financing by FOA is under study. 
which — Source: The Journal of Commerce, New York, N. Y., 
rd and January 20, 1955. 
vyalties 
ollows: } Taiwan Factories 
125,000 
The Taiwan Provincial Department of Reconstruction 
wy 18, reports that 14,392 registered factories were in operation 
at the end of 1954. Thus there was a net gain of 2,217 
industrial units from 1953. About 46 per cent (6,633) 
of the factories were for food production or food pro- 
cessing. The next four leading types of industries were 
ceramics (1,376), textiles (1,323), chemical works 
f U.S. (1,305), and machine works and appliances (1,278). 
ngs Other industrial units included lumber and wood products 
aera (671), printing and binding (278), metal works (236), 
agen and gas and electricity (3). 
isles. Source: Chinese News Service, Press Release, New York, 
120,000 N. Y., January 18, 1955. 
1 not be 
between } Honomic Outlook for Japan 
type of The Economic Counsel Board, in its estimates of eco- 
rod, will nomic developments in Japan during the second half 
; that in (October 1954-March 1955) of the current fiscal year, 
a. indicates that government operations (including the oper- 
d, Janu- f ations of the Foreign Exchange Account) are expected to 
result in net cash disbursements of ¥ 80.0 billion. Com- 
mercial bank credit may increase by about ¥ 200 billion 
in response to increased demand, partly seasonal and 
at in the — Partly to finance rationalization plans. Loans and credits 
-d move: — &Xtended by the Bank of Japan may contract by ¥ 80 
n invest- f billion. It is estimated that the total note issue of the 
from the | Bank of Japan at the end of March 1955 will be ¥ 535 
d capital billion, against ¥ 505 billion at the end of March 1954. 
Rs 231.5 | Imports in the second half of the current fiscal year 
/ are expected to be less than in the first. However, an even 
14, 1955.  Sreater decline is anticipated in earnings from exports 
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and special procurements, so that the balance of pay- 
ments surplus of $80 million recorded for April- 
September 1954 would be wiped out and the year as a 
whole would show a rough balance. 

Industrial production and employment is expected to 
decline as a result of the contraction of exports, special 
procurements, and domestic consumer demand; and, for 
the same reason, a price decline of about 2 per cent is 
anticipated. 

Source: Asahi Shimbun, Tokyo, Japan, November 2, 
1954. 


Japan's National Income, 1953-54 


The Economic Counsel Board, which had estimated 
Japan’s national income in the calendar year 1953 at 
¥ 5,878 billion (see this News Survey, Vol. VII, p. 55), 
has put total national income for the fiscal year ended 
March 31, 1954 at ¥ 5,965 billion. This represents an 
increase of about 13 per cent over the total of ¥ 5,282 
billion estimated for the fiscal year 1952-53. Per capita 
income in 1953-54 is estimated at ¥ 68,582, an increase 
of 13.3 per cent over the previous fiscal year. Corporate 
income increased by 22 per cent, and earned income 
by 17 per cent. Government purchases of goods and 
services rose by 20.6 per cent, private domestic invest- 
ment by 14.7 per cent, and personal consumption by 17.3 
per cent. The combined total of these three exceeded the 
gross national product, the gap corresponding to the larger 
deficit (US$313 million) in the balance of payments. 


The current policy of fiscal-monetary contraction was 
adopted to counter the effects of these excess investments 
and overconsumption. The national income for the 
1954-55 fiscal year is expected to show a decline in both 
corporate and proprietors’ income and stagnation in 
earned income. The outlook is for a marked decline in 
capital formation and a leveling off in personal con- 
sumption. 

Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 
December 1, 1954. 


Reduction of Japan's "Retention Quota” 


The Japanese Government announced on December 24, 
1954 a reduction of the “retention quota” of export 
proceeds from 10 per cent to 5 per cent, effective March 1, 
1955. This reduction had been recommended by the 
Minister of Finance, as a step toward the ultimate aboli- 
tion of the system, so that trade practices might be 
normalized. 

The Government has also revised the list of articles 
to be imported under the retention quota system; im- 
ports on which large profits are being made were elimin- 
ated. The new list of imports includes some 400 articles. 
Source: Nihon Keizai Shimbun, Tokyo, Japan, Decem- 

ber 25, 1954. 


United States and Canada 
U.S. Budget for the Fiscal Year 1956 


The U. S. Government budget for the year ending 
June 30, 1956, as presented to Congress by the President. 
envisages a rise in receipts and a decline in expenditures 
relative to estimates for the current fiscal year. Under 
existing law, excise and corporate income taxes are 
scheduled for reduction on April 1, 1955, but the Presi- 
dent recommends that they be extended at present rates 
for another year. If this is done, and if employment and 
production increase as currently anticipated, budget re- 
ceipts should rise to $60 billion in fiscal 1956, compared 
with the estimate of $59 billion for fiscal 1955. Recom- 
mendations for budget expenditures total $62.4 billion, a 
reduction of $1.1 billion from the 1955 estimate. Thus, 
the budget deficit would be $2.4 billion, compared with 
an estimated $4.5 billion in fiscal 1955. On a cash basis, 
which takes account of social security transactions, there 
would be a surplus of $558 million. 

Of total estimated expenditures in 1956, 4 per cent 
is allotted to civil government operating expenses. 10 per 
cent to interest charges on the debt, 19 per cent to civil 
benefits. and 67 per cent to protection against possible 
war. Total outlays for national security, at $40.5 bil- 
lion, would be only slightly smaller than the 1955 estimate 
and would comprise 65 per cent of total expenditures. 
The cessation of combat operations in Korea and a policy 
of reducing accumulated stocks of supplies made possible 
a 25 per cent reduction in operational expenditures from 
fiscal 1953 to 1955. By June 1956, the number of military 
personnel will be reduced about 12 per cent from the 
present level, but the small saving on this account will 
be more than offset by a recommended pay increase 
and other personnel benefits, and by higher operation 
and maintenance costs. Major emphasis is placed upon 
air power as the principal deterrent to aggression, and 
the procurement of aircraft and guided missiles will con- 
tinue at the present level, accounting for two thirds of 
major procurement. The recommended expenditure on 
atomic energy, $2 billion, is close to the estimated peak 
expenditures of $2,050 million in 1955; capital outlays 
will drop considerably but operating expenditures will 
rise to a record rate, with increasing emphasis upon 
peaceful applications of atomic energy. Recommenda- 
tions for stockpile expenditures of $783 million compare 
with $994 million estimated for 1955. The stockpile ob- 
jective has been expanded to maintain essential domestic 
production, and nearly two thirds of the new objectives 
will have been reached by the end of the coming fiscal 
year. Military assistance abroad would rise from $3.2 
billion to $3.7 billion, owing largely to military equip- 
ment needed by the new German forces and to the in- 
clusion of military aid to Korea, which in previous years 
was financed from regular Defense Department appro- 


priations. Direct forces support (consisting of non- 
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durable military goods) will be provided to only a few 
countries, mainly in Asia. The continuing growth of 
economic strength in Europe will make possible a re. 
duction in the immediate future of military assistance 
to this area. 

Economic aid expenditures are estimated at $1,025 
million, compared with $1,075 million in 1955. Emphasis 
will be placed upon defense support, development assist. 
ance, and technical aid to underdeveloped countries. 

One of the major considerations guiding the President 
in framing the budget has been that of decreasing the 
scope of federal government activity in industry and 
financing basic federal facilities, where possible, by 
charges levied on the users of the services. For example, 
expenditures for developing natural resources will fall 
by $200 million in 1956, with the completion of current 
hydroelectric construction in the Tennessee Valley, and 
the possibility is being considered of outside financing 
for any further expansion. Expenditures on commerce 
and manpower are expected to fall almost $400 million, 
or 15 per cent, below such expenditures in 1955, with 
the substitution of private capital for government invest- 
ment in the secondary mortgage market for houses and 
a proposed increase in postal charges to reduce the postal 
deficit. Expenditures for agriculture are expected to run 
nearly $900 million, or one fourth, below those during 
the present year, because of a reduction in federal 
outlays for farm price supports. Expenditures for veter- 
ans’ programs are expected to rise $200 million, or 5 per 
cent, reflecting an increase in the number of veterans 
eligible for pensions and other benefits. 

Source: The Budget of the United States Government for 
the Fiscal Year Ending June 30, 1956, Washing- 
ton, D. C., 1955. 


U.S. Industrial Production 


Industrial production in the United States rose more 
than seasonally in December, for the fourth consecutive 
month. The seasonally adjusted December index, at 130 
(1947-49 = 100), was one point above the index for 
November and four points above October. The rise from 
October to December was due largely to the increase 
in output of durable manufactures, which was concen- 
trated in automobiles and steel. Thus output of auto- 
mobiles and primary metals rose 27 per cent, while 
output of other durable goods rose less than 2 per cent. 
The November and December rise in automobiles and 
steel output reflects the introduction of new car models, 
which in other recent years have been shown in January 
and February; this shift in the seasonal pattern was the 
largest factor in the increase of the total production index 
in the two months. 

Sources: Board of Governors of the Federal Reserve 
System, Business Indexes (mimeographed), 
Washington, D. C., December 15, 1954 and 
January 14, 1955. 
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U.S. Sugar Quota 


The preliminary 1955 quota for the U.S. sugar market 
has been set at 8.2 million short tons, raw value, com- 
pared with the preliminary rate of 8.0 million tons in 
1954. Total consumption for 1955 is estimated at 8.5 
million short tons, but, as in the past two years, the 
preliminary quota has been set deliberately low in order 
to help stabilize sugar prices at levels required by existing 
legislation and to allow for possible error in the estimated 
demand. In 1954 the quota was raised during the year 
from 8.0 million to 8.25 million short tons. Cuba provided 
nearly one third of the total, the U.S. mainland 22 per 
cent, Hawaii and Puerto Rico 13 per cent each, and the 
Philippine Republic 12 per cent. The first reaction of 
market interests to the new 1955 quota was that under it 
prices would not rise, although inventories of importers 
and refiners at the end of 1954 are likely to be fairly low. 
Source: The Journal of Commerce, New York, N. Y., 

December 22, 1954. 


US. Silver Prices 


The price of silver in the New York market, which has 
not varied from 8514 cents per troy ounce for the past 
two years, is expected to remain stable throughout 1955. 
The stability of the market is due to the policy of Mexico, 
which adjusts its purchase and selling policies to chang- 
ing market conditions. Thus, while consumption in the 
United States fell almost 20 per cent in 1954, available 
import supplies were reduced to a corresponding extent. 
A decrease in military purchases was the main factor 
in lowering consumption in 1954. In addition, demand 
for industrial silver fell in view of the high inventories 
of consumer durable goods early in the year. The supply 
situation was also affected by the return to the United 
States by the Netherlands of 11 million ounces of silver 
under the Netherlands’ lend-lease obligations. 

Source: The Wall Street Journal, New York, N. Y., 
January 17, 1955. 


Trends in Canadian Consumer Credit 

Outstanding consumer credit in Canada reached $1,885 
million at the end of September 1954, an increase of $19 
million over the previous quarter and of more than $100 
million over the amount outstanding at the end of Sep- 
tember 1953. Nevertheless, the rate of expansion appears 
to be declining, since the third quarter increase of $19 
million compares with expansions of $85 million in the 
second quarter of 1954 and $53 million in the third 
quarter of 1953. Most of the increase in the third quarter 
of 1954 was due to a $20 million rise in personal loans; 
installment credit increased by $7 million, but charge 
accounts outstanding fell by $8 million. (All figures are 
in Canadian dollars. ) 
Source: The Globe and Mail, Toronto, Canada, Janu- 

ary 17, 1955. 


Canadian Overseas Aid 


Canadian assistance to overseas countries under the 
Colombo Plan is to rise from Can$25.4 million in 1954-55 
to Can$26.4 million in 1955-56. The additional funds will 
probably be used to extend technical assistance to such 
countries as Burma and Indonesia, rather than to expand 
existing programs in India, Pakistan, and Ceylon. 
Source: The Financial Post, Toronto, Canada, Decem- 

ber 18, 1954. 


Latin America 


Mexican Petroleum Industry 


Savings by Mexico of about $15 million per year in 
imports of petroleum by-products are expected when the 
Salamanca Refinery, completed on January 12, 1955, 
begins operations. Capital for the new plant was obtained 
from two sources: savings deposited in the National Sav- 
ings Association and reinvestment of profits of the na- 
tional petroleum industry. The plant is located in the 
central zone of Mexico, and petroleum is received from 
Poza Rica on the coast, through an oleoduct 450 kilo- 
meters long. Important savings will also be realized in 
transportation costs. The new plant opens new possi- 
bilities for producing many such products as rayon, 
nylon, paints, fertilizers, and synthetic rubber. 


Source: El Mercado de Valores, Mexico, D. F., Janu- 
ary 17, 1955. 


Venezuelan Public Works 


In the period 1948-53, the Government of Venezuela 
spent $1.3 billion on public works. A major portion of 
the public works budget is for the expansion and im- 
provement of the transportation system. Work has been 
started on a railroad network of 2,640 miles, which will 
cost in the neighborhood of $2 billion, and will take 
many years to complete. Also, Venezuela is adding to its 
7,000 miles of highways and a program to improve 
secondary farm-to-market roads is under way. Its share 
of the Pan-American highway is almost complete. For 
the six-year period 1954-59, $492 million, or 28 per 
cent of total expenditure on public works, has been 
allotted to highways and bridges. 


Port facilities are being improved. A new warehouse 
has been completed in La Guaira to relieve freight con- 
gestion; work is under way on a dry dock and navy yard 
at Puerto Cabello; and a channel is being cut to bring 
large ships into Lake Maracaibo from the Caribbean. 
The total cost of this work will be about $48 million. 

A $20 million Creole Petroleum Corporation gas con- 
servation plant, on Lake Maracaibo, was formally dedi- 
cated on January 15. The plant, Conservation Plant Tia 
Juana No. 1, represents the first major step toward 
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economic utilization of the gas produced in the Bolivar 

coastal field. It is designed to make possible an immediate 

50 per cent increase in oil production and a 33 per cent 

increase in the ultimate recovery of oil from the field. 

Sources: The Chase National Bank, Latin-American Bus- 
iness Highlights, December 1954, and The Jour- 
nal of Commerce, January 17, 1955, New York. 
N. Y. 

New Brazilian Export Rates 


New export rates have been introduced in Brazil 
favoring minor exports, which have been under pressure 
because of rising costs. Exports will henceforth be classi- 
fied into four categories, as indicated below. For each 
category there is a fixed bonus for exports in U. S. dollars 
or sterling, and a smaller fixed bonus for exports in other 
currencies. The four bonuses for exports in U. S. dollars 
or sterling are Cr$13.14, Cr$18.70, Cr$24.70, and 
Cr$31.70, which result in fixed effective export rates of 
Cr$31.50, Cr$37.06, Cr$43.06, and Cr$50.06 per U. S. 
dollar. The four bonuses for exports in other currencies 
are Cr$11.86, Cr$17.19, Cr$22.95, and Cr$29.67, result- 
ing in fixed effective export rates of Cr$30.22, Cr$35.55, 
Cr$41.31, and Cr$48.03 per U. S. dollar. The link with 
the free market rate established last August, whereby the 
equivalent of the free market rate was applied to 20 per 
cent of export proceeds (see this News Survey, Vol. VII, 
p. 63), is now eliminated. The effective rates for exports 
in U. S. dollars and sterling are depreciated more (by 
about 4 per cent for each category) than the rates for 
exports in other currencies. Export Category I includes 
only coffee; Category II, raw cotton, sawn pine wood, 
cocoa, carnauba wax, Brazil nuts, leaf tobacco, and ba- 
nanas; Category III, piassava, castor seeds, soybeans, 
hides and skins, sisal, and cocoa cake and paste; and 
Category IV, all other products not included in the first 
three categories. 

Source: The Journal of Commerce, New York, N. Y.. 
January 20, 1955. 


Brazil's Commercial Arrears 


Commercial arrears owed by Brazil to U. K. importers 
have been reduced from £54 million to £35 million since 
the signing of the agreement of July 1953 (see this 
News Survey, Vol. VI, p. 123), and the commercial debts 
are being repaid according to schedule. One result of 
these repayments, however, is that the amount of sterling 
available to Brazil for current trade has dwindled so 
much as almost to stop Anglo-Brazilian trade except in 
the most essential items. 


Germany has been able to secure a much more rapid 
repayment of arrears and at the same time increase the 
volume of its trade with Brazil. A free market for 
cruzeiros has been established in Germany, the cruzeiro 
being dealt in at rates appreciably below the official 
parity. Commercial debts have been repaid at the free 
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market rates, and German creditors have taken an ap. 
preciable loss. 





Source: The Economist, London, England, January 22, 
1955. 







Other Countries 


South African Gold Sales 


The 1949 agreement under which South Africa guar. 
anteed to sell to the United Kingdom not less than £50 
million of gold each year has, by mutual agreement, been 
allowed to lapse. The agreement as it has worked in the 
past has been of formal rather than fundamental signif. 
cance, for South Africa has regularly sold to London 
larger amounts of gold than the prescribed minimum, 
because its needs for sterling, or for third currencies 
bought with sterling, have constantly exceeded the mini- 
mum. London seems at present to be the most profitable 
channel for gold sales, and the only circumstance in 
which South Africa’s need to sell gold there could be 
greatly diminished would be if the flow of capital from 
London suddenly mounted to the point at which it cov- 
ered a very large part of the Union’s sterling needs. 














Source: Investors’ Chronicle, 
ary 1, 1955. 


Exchange Allocation by the Federation of Rhodesia and Nyasaland 

The Ministry of Commerce and Industry of the Federa- 
tion of Rhodesia and Nyasaland has announced that the 
exchange allocation for imports from outside the sterling 
area has been fixed at £10.4 million for the first six 
months of 1955. The dollar allocation is greater than 
that of the preceding half-year by the equivalent of £1 
million. While the allocation of non-dollar, non-sterling 
currency is smaller by £250,000, this reduction is the 
result of the elimination of sugar, for which sterling is 
now available. Importers underspent the dollar allocation 





London, England, Janv- 





















for the second half of 1954 by the equivalent of £2 mil- 


lion, but the non-dollar, non-sterling allocation was 
almost completely taken up. 





Source: The Financial Times, London, England, Janu- 


ary 1, 1955. 





International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 


quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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1818 H Street, N.W. Washington 25, D.C. 
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